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Construction contractors incorporating tangible personal property into real estate owned by a 
governmental body can claim an exemption from tax.  See 86 Ill. Adm. Code Sections  
130.2075(d)(1) and 130.2075(d)(4).  (This is a PLR.) 

 
 
 
 
      December 22, 2005 
 
 
 
 
Dear Xxxxx: 
 

This letter is in response to your letter dated November 10, 2005, in which you request 
information.   The Department issues two types of letter rulings.   Private Letter Rulings (“PLRs”) are 
issued by the Department in response to specific taxpayer inquiries concerning the application of a 
tax statute or rule to a particular fact situation.  A PLR is  binding on the Department, but only as to 
the taxpayer who is the subject of the request for ruling and only to the extent the facts recited in the 
PLR are correct and complete.    Persons seeking PLRs must comply with the procedures for PLRs 
found in the Department’s regulations at 2 Ill. Adm. Code 1200.110.  The purpose of a General 
Information Letter (“GIL”) is to direct taxpayers to Department regulations or other sources of 
information regarding the topic about which they have inquired.   A GIL is not  a statement of 
Department policy and is not binding on the Department.   See 2 Ill. Adm. Code 1200.1120.  You may 
access our website at www.tax.illinois.gov to review regulations, letter rulings and other types of 
information relevant to your inquiry.   
 

Review of your request disclosed that all the information described in paragraphs 1 through 8 
of Section 1200.110 appears to be contained in your request.  This Private Letter Ruling will bind the 
Department only with respect to the ABC for the issue or issues presented in this ruling, and is 
subject to the provisions of subsection (e) of Section 1200.110 governing expiration of Private Letter 
Rulings.  Issuance of this ruling is conditioned upon the understanding that neither ABC nor a related 
taxpayer is currently under audit or involved in litigation concerning the issues that are the subject of 
this ruling request.   In your letter you have stated and made inquiry as follows: 
 

This is a request for a Private Letter Ruling, pursuant to 86 Ill. Admin code, Sec. 
1200.110, on behalf of the ABC. To address the requirements of Section 1200.110 the 
following representations are made: The Department has not ruled on this issue or a 
similar issue for ABC. ABC has not previously submitted this issue or a similar issue to 
the Department. ABC does not have an audit or pending litigation with the Department. 
ABC requests a response for the current tax period and all future tax periods. We have 
found support for our requested ruling in the Department's Regulation, 86 Ill. Admin. 
Code, Section 130.2075(d) and in GIL ST 93-0621. We have found no contrary 
authority. A Power of Attorney and the lease agreement with the CITY is attached.  
 
Statement of Facts  
 
The CITY constructed and owns the AREA as a municipal enterprise. While ABC is 
treated as the owner of the property for Federal Income Tax purposes, legal title 
remains in the CITY. The agreement does not transfer title of the AREA nor the real 



 
estate upon which it is built, to ABC. Upon termination of the agreement the AREA and 
all improvements, assets and inventories revert to the CITY. The CITY will at all times 
continue to own the AREA.  
 
ABC entered into a very unique Concession and Lease Agreement (CLA) with the CITY 
on DATE. That agreement provides that ABC will lease the AREA from the CITY for a 
term of 99 years. ABC will operate the AREA and will charge tolls for the use of the 
highway. Additionally ABC is required to manage, maintain and perform a detailed 
amount of capital expenditure works on the AREA during the term of the lease.  
 
Through the CLA, the CITY shall indemnify ABC against any property taxes imposed 
upon the owner of the AREA land or any fixtures or improvements thereto attributable to 
the City's ownership of all or any part of the AREA or its reversion rights and any real 
estate transfer tax payable by reason of the execution and delivery of the agreement or 
recording of the agreement  
 
Schedule 2 of the agreement sets forth a list of capital improvement that ABC is 
required to complete. Plans for such construction work must be submitted to the CITY 
for review and approval. As a part of those activities ABC will engage construction 
contractors to perform those works on the leased properties owned by the CITY. Such 
construction contractors will, as a part of their contract, purchase building materials 
which will be incorporated into the AREA in performance of their real estate construction 
contracts.  
 
 
Regulation and Authority  
 
The Department's Regulation, 86 Ill. Admin. Code, Section 130.2075(d)(1) provides in 
part that sales of materials to construction contractors for incorporation into real estate 
owned by… governmental bodies are exempt from Retailers' Occupation Tax and Use 
Tax. The intent of the Legislature was to relieve governmental bodies from the burden 
of the tax on their purchases whether the purchases are made directly or indirectly. 
Therefore, the exemption applies to the indirect purchase of building materials.  
 
The Department has not historically attempted to limit this exemption by examining the 
use of the property and improvements by the governmental body. The Department has 
approved a similar arrangement concerning the construction of the O'Hare International 
Terminal. O'Hare Airport and the International Airport are owned by the CITY. In 
December of 1993, the Department issued a letter ruling ST-93-0621 GIL, which stated 
that the purchase of building materials by construction contractors to build the 
international terminal would be exempt from Retailers' Occupation Tax and Use Tax 
since the CITY would own the terminal. This ruling was made in consideration of the 
stated facts that parts of the terminal were being leased by airlines for their exclusive 
use.  
 
Ruling Requested  
 
ABC requests a Private Letter Ruling confirming that ABC and its construction 
contractors may purchase material for incorporation into the AREA, real estate owned 
by the CITY, free from Illinois Retailers' Occupation Tax and Use Tax under the 
provisions of 86 Ill. Admin. Code, Section 130.2075(d)(1). ABC understands that in 



 
order to claim the exemption it or its contractors must give the vendors of materials, a 
certification that the materials are being purchased for incorporation into real estate 
owned by the CITY pursuant to the terms of the lease to ABC, the date of the lease and 
contract, and the location where the materials will be used.  
 
I request that if the Department does not reach a conclusion in favor of our request that 
the Department contact me to determine what additional information needs to be 
provided or allow the taxpayer to rescind the ruling request.  
 
Please feel free to contact me if there are any questions that you may have.  We are 
willing to meet with you or representatives of the Department to discuss any aspect of 
this ruling request.  

 
DEPARTMENT’S RESPONSE 
 
Generally contractors are the end users of the materials that they physically incorporate into 

tangible personal property and owe Use Tax on those materials.  86 Ill. Adm. Code 130.2075.  
However, Section 130.2075(d)(1) of the regulation states that contractors incorporating tangible 
personal property into real estate owned by a governmental body are exempt from tax.  In claiming 
this exemption, the contractor must provide his supplier with the documentation described in the 
regulation.  86 Ill. Adm. Code 130.2075(d) 

 
Purchases of tangible personal property by ABC and its construction contractors for 

incorporation into the AREA real estate owned by the CITY may be made free of Illinois Retailers’ 
Occupation Tax and Use Tax under the provisions of 86 Ill. Adm. Code 130.2075(d)(1).  This is 
because the tangible personal property will be incorporated into real estate leased to ABC but owned 
by the CITY, a governmental body.  Please note however that Section 130.2075(d)(3) provides that 
“sales of tools, fuel, lumber for forms and other end use or consumption items to construction 
contractors who do not incorporate these items into real estate are taxable sales regardless of who 
the contractor's customer may be….” 

 
In claiming the exemption from tax, ABC or its contractor must provide its supplier with a 

certification stating that its purchases are for conversion into real estate under a contract with a 
governmental body, identifying the governmental body by name and address and stating on what 
date the contract was entered into.  ABC or its contractor must also provide the exemption number 
issued by the Department to the governmental body for which the purchasing contractor is acting.  
See 86 Ill. Adm. Code 130.2075(d)(4). 

 
The factual representations upon which this ruling is based are subject to review by the 

Department during the course of any audit, investigation, or hearing and this ruling shall bind the 
Department only if the factual representations recited in this ruling are correct and complete.  This 
Private Letter Ruling is revoked and will cease to bind the Department 10 years after the date of this 
letter under the provisions of 2 Ill. Adm. Code 1200.110(e) or earlier if there is a pertinent change in 
statutory law, case law, rules or in the factual representations recited in this ruling. 

 
If you have further questions concerning this Private Letter ruling, you may contact me at (217) 

782-2844. If you have further questions related to the Illinois sales tax laws, please visit our website 
at www.tax.illinois.gov or contact the Department’s Taxpayer Information Division at (217) 782-3336. 
 

Very truly yours,  
 



 
 

Martha P. Mote 
Associate Counsel 
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